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INTRODUCTION
The role of agriculture in transforming both the social and economic framework of an economy cannot be over emphasized. who asserts that agricultural development can promote the economic development by increasing the supply of food available for domestic consumption and releasing the labour needed for industrial employment. Agricultural finance is dedicated to financing agricultural related activities such as; input supply, production, processing and distribution (Ayegba and Ikani, 2013) . Commercial banks have traditionally played an important role in financing agriculture. Their commitment to agriculture, however, fluctuates. The fluctuation in the market share is a combination of the adjustment in the volume of funds lent by banks to the agriculture sector and the adjustment in the number of banks' lending to the agriculture sector. Many factors have led to these fluctuations in agricultural lending. This situation is made more difficult by small-scale farmers who depend on informal financial systems which are poorly developed and the high transaction costs (Maikasuwa et al., 2012) . Tasie et al. (2013) posits that "agriculture has been the main sources of gainful employment from which Nigeria nation can feed its feeding population, providing the nations industries with local raw materials and as a reliable source of government revenue".
Credit constraint has plagued poor farmers and rural dwellers for many years and was thought to be a critical part of a package of inputs needed to boost agricultural production. Majority of farmers lack access to formal credit and this has continued to be a constraint limiting farmers' ability to adopt agricultural technologies and increase productivity. In spite of the importance of credit in agricultural production, its acquisition and repayment are fraught with a number of problems. Institutional problems such as the lending conditions which limit access of investors to credit facilities have not been adequately addressed. A large number of socioeconomic factors all play a role influencing farmers' ability to secure optimum credit. Such factors include risk of loan default, age of the farmers, location, and high interest rate charged by financial providers' (Ololade and Olagunju, 2013) . Therefore, the study is set to investigate challenges and prospects of commercial bank loan extended to farmers in Lagelu Local Government of Oyo state, Nigeria.
Тhе rеst оf thе wоrk is divided into four section. Section two presents the review of literature while theoretical framework and methodology are contained in section three. Empirical analysis is made in section four and conclusions are in section five.
LITERATURE REVIEW
This aspect deals with the literature review that is associated with commercial bank loan to agricultural sector in both developed and developing countries of the World. Ayegba and Ikani (2013) appraised the impact assessment of agricultural credit on rural farmers in Nigeria. The result of the study revealed that major limitations or challenges in accessing agricultural credit as found in the report include; high interest rates, bureaucratic bottlenecks, late approval of loans, unnecessary request for guarantors and collateral. Also, Afful et al. (2015) examined the impact of financial institutions, especially rural banks on rural farmers. The result showed that farmers in the area enjoy the services of the bank and the bank itself has made significant impact on their lives not just only through the disbursement of credit or as something to fall back on when their income source is low but that it has had a high effect on output, income, savings and labour force.
In the same vein, investigated the constraints to agricultural loan acquisition and utilization among cassava farmer loan beneficiaries in Cross River, Akwa Ibom and River States in the South -South Nigeria.
The results revealed that constraints like social constraint, production/technical constraint, environmental and institutional constraint as major bottleneck limiting agricultural loan acquisition and administration in the study area. Recommendations such as timely disbursement of loan by banks, less burdensome administrative procedures in loan acquisition as well as development and implementation of cassava friendly loan packages were made among others. Also, Essien et al. (2016) examined the determinants of informal credit delinquencies among food crop farmers in rural Niger Delta of Nigeria using Akwa Ibom State as a case study. Empirical result from the probit and logit models were similar and showed that borrower's non-farm income, credit amount received, household size, net farm profit and farm size are determinants of credit delinquencies among food crop farmers in Akwa Ibom state.
The study also discovered that the probability of food crop farmers being credit delinquent is about 0.427 ceteris paribus.
Furthermore, examined the determinants of loan default and repayment rates by cassava farmer loan beneficiaries (CFLB) in Bank of Agriculture (BOA) and First Bank of Nigeria (FBN) was conducted between 2012 and 2014 in the South-south Nigeria. The results of data analysed showed that BOA granted the highest loan of N1,671,497,140.00 compared to FBN which granted only N891,500,000.00 to the cassava farmers during the period (2009) (2010) (2011) (2012) (2013) .The lending criteria adopted by the two banks were similar except the difference in their interest rates-(BOA charged 12%, FBN charged 21%). Further analysis showed that BOA had a better repayment rate than FBN. Major constraints to loan administration in the study area were non-repayment of loan by beneficiaries, delay in repayment of loans and diversion of agricultural loans to nonagricultural sector among others. Maikasuwa et al. (2012) ascertained whether credit obtained for cattle fattening has had any meaningful contribution to the resources used by the beneficiary farmers in Kollo LGA of Tillabery Region Niger Republic.
The chi-square value (5.192) showed no significant difference in preferences of the economic activities between the two sets of farmers. Credit delivered to the beneficiaries enabled them use higher quantities of feed (P<0.01) and labour resources (P<0.1) than their non-beneficiary counterparts. Similarly, credit delivered has brought about significant increase (P<0.01) in revenue accrued to the fattening business of the beneficiary farmers.
In the same manner, Tasie et al. (2013) evaluated the attitude of livestock farmers' in Imo State towards agricultural credit. The study revealed that livestock farmers' in the study area have a good attitude towards agricultural credit. The livestock farmers' agreed that agricultural credit will help them in increasing their farm output and income and help in the adoption of agricultural innovation and transforming the livestock business.
Also, majority of the livestock farmers' (44.4%) are involved in poultry enterprise. This is closely followed by goat enterprise (42.2%).The study also revealed that few livestock farmers' (4.4% and 9.0%) are involved in piggery and sheep enterprises respectively. In further study by Tasie et al. (2016) on poultry farmers' perception on farm credit in Obio/Akpor Local Government Area of Rivers state, Nigeria. The study revealed that poultry farmers' in the study area have a positive attitude towards agricultural credit. The poultry farmers' agreed that agricultural credit will help them in increasing their farm output and income and help in the adoption of agricultural innovation and transformation of the poultry business.
Beside, Ololade and Olagunju (2013) examined the determinants of credit access by rural farmers in Oyo state Nigeria. The binomial logit model revealed that significant relationships existed between sex (-2.0187), marital status (-1.9786), lack of guarantor (2.1517), high interest rate (6.8263) and access to credit. The variables were significant at 10%. It is concluded that there is need for financial institutions to help look into the conditions for obtaining credit by farmers, so that the less privilege among them will be able to benefit from credit disbursement especially in the aspect of high interest rate, guarantor and collateral security. Udoka et al. (2016) examined the effect of commercial banks' credit on agricultural output in Nigeria. The estimated results showed that there was a positive and significant relationship between agricultural credit guarantee scheme fund and agricultural production in Nigeria. This result signified that an increase in commercial banks credit to agricultural sector led to an increase in agricultural production in Nigeria. Agunuwa et al. (2015) examined the impact of commercial banks' credits on agricultural productivity in Nigeria. The t-calculated of commercial banks credit has a value of 6.28 which is greater than the t-critical of 1.96. This is an indication of positive relationship between commercial banks' credit and agricultural productivity. The tcalculated of interest rate on commercial banks credit has a value of -9.38 as against 1.96 t-critical. This is an indication of a negative relationship between interest rate and agricultural productivity. Also, Obilor (2013) examined the impact of agricultural credit guarantee scheme fund, agricultural product prices, government fund allocation and commercial banks' credit to agricultural sector on agricultural productivity. The result revealed that ACGS fund and Government fund allocation to agriculture produced a significant positive effect on agricultural productivity, while the other variables produced a significant negative effect. Toby and Peterside (2014) 
THEORETICAL FRAMEWORK AND METHODOLOGY

Theoretical Framework
The theoretical framework adopted in this study is based on Schumpeter theory propounded by Shumpeter (1934) which stressed the role of banking sector as a financier of productive investments like agricultural sector and in that way as an accelerator of economic growth. Modern growth theory however identifies two specific channels through which the financial sector might affect long-run growth; through its impact on capital accumulation (including human as well as physical capital) and through its effect on the rate of technological progress (Gregorio, 1996) . These effects arose from the intermediation role provided by financial institutions which enable the financial sector to mobilise savings for investment; facilitate and encourage inflows of foreign capital (including FDI, portfolio investment and bonds, and remittances); and optimise the allocation of capital between competing uses, ensuring that capital goes to its most productive use. Banking sector as a financier of productive investments accept deposit from customers and channels the amount mobilized to borrowers in the form of loans and advances. Bank credits represent the amount of loan and advances to individuals and organizations from banking system. Production sector as used is a universal name for organizations in agriculture, manufacturing, mining and quarrying, and real estate and construction.
Model, Estimation Techniques and Data
The model specification for this study is based on theoretical framework above and also the past work done in this area. This model comprises the binomial logistic model and multinomial logistic regression model to determine the effect of commercial bank loan to agricultural sector. In logit econometric models, the probability of a farmers having access to commercial bank is a function of a set of independent variables and logistic model is estimated by the method of the consistency of asymptotic normal distribution characteristics of large samples. The logit regression model of the above relationship is given below: ß1, ß2, ß3, ß4, ß5, ß6, ß7, ß8, ß9, ß10, ß11 & ß12 = slope coefficient, Also, multinomial logistic regression will used to know the types of farm product that commercial banks loan really help since the study make used of six farming product which are cassava, yam, rice, potatoes, maize and groundnut and this will enable the study to give a better policy on the best farm output that commercial bank need to direct their loan into. This model will be given below in equation ( The data used in the study were obtained from a field survey, which was carried out in some Lagelu Local Government of Oyo state. The survey instrument was structured questionnaire by distributing two hundred (200) to farmers in order to gather some necessary and relevant information. It was reveals that about 2.6% of the respondents said that lack of access to formal loan is the challenges they face in obtaining loans from banks, 8.9% said that it is lack of collateral security that is the only challenges they face in obtaining loan, 13.% said that it is risk of loan default that hinder they from getting loans from banks, 21.9% of the respondents said that it is high interest rate charge by banks that discourage them from obtaining loans from bank, 8.9% said that it their own illiteracy that prevent they from getting loans from banks, 9.4% said that it is inadequate fund for loan disbursement prevent them from obtaining loans from banks and their lack of guarantors to stand on their behalf is the major obstacle. Furthermore, 7.8% of the respondents said that fears of diversion of the loans to non-agricultural project hinder their ability to get loans from banks because banks are been careful to just give their loans to people that will not use it for the purpose that they gave the loans for. Also, some farmers like 10.4% of the respondents said that it is their lack of information on how to get loans from banks was the only obstacle they face from obtaining loans from farmers while the remaining 7.3% said that the mode of repayment which is add preventing they from obtaining loans from banks. Therefore, high interest rate is the major obstacle that farmers considered before obtaining loans from banks.
EMPIRICAL ANALYSIS
Also about 25% of the respondents replied there is a prospect from commercial bank loan to farming activities and 37% of the respondents replied there is no prospect from commercial bank loan to farming activities while 38% of the respondents were uncertain. It was found that majority of the respondents were uncertain if there is any prospect from commercial bank loan to farming activities. It was observed that 52.6% of the respondents replied that farming business perform well when there is access to loan and 27.1% of the respondents replied that farming business does not perform well when there is access to loan while 20.3% of the respondents were uncertain. From the above analysis, it was found that majority of the respondents believed that farming business can perform well when there is access to loan. Further, 55.7% of the respondents replied that commercial bank loan to farming activities would cover the majority of the poor farmers in the future and 24% of the respondents replied that commercial bank loan to farming activities would not covert the majority of the poor farmers in the future while 20.3% of the respondents were uncertain. It was found that majority of the respondents agreed that commercial bank to farming activities would cover the majority of the poor farmers in the future. Also, 34.9% of the respondents replied that commercial bank loan to farming activities would be a major source of finance in the future and 35.9% of the respondents replied that commercial bank loan to farming activities would be the major source of finance in the future while 29.2% of the respondents were uncertain. It was found that majority of the respondents against that commercial bank activities would be the major source of finance in the future. It reveals that about 47.9% of the respondents replied that commercial bank loans to farming activities would be the major ways of eradicating poverty among poor farmers and 22.9% of the respondents were uncertain.
It was found that about 47.9% of the respondents agreed that commercial bank loans to farming activities would be the major way of eradicating poverty among poor farmers.
The binomial logistic regression on the effect of commercial bank loan on farm output is depicted below in Table 4 .4 above and the results shows that the overall model is statistically significant at 1% level of significance as indicated by the likelihood ratio value (LR Chi2 (6) = 35.04; < 0.000). Also, the Pseudo R 2 implies that all the explanatory variables can only explanatory 54.86% of variation in farm output in the study area. Therefore, the variables that determine farm output in the study area are age, household size, hired labour, marital status, number of loan applications, amount of loan collected, off-farm income and interest rate on loan but age, hired labour, number of loan applications and amount of loan collected exert a positive significant impact on farm output in the study area while household size, marital status, off-farm income and interest rate on loan exert a negative significant impact on farm output in the study area. Furthermore, as the age of the farmers increases this will increase the farmers output and also, the more the hired labour, the more will be the output of the farmers. In the same vein, the number of loan application which lead to higher amount of loan collected increases the farmers output in the study area but household size, marital status, of-farm income as well as interest rate on loan deter the growth of agricultural output in the study area. Therefore, higher interest rate will discourage farmers from obtaining loan from banks which will reduce agricultural output in the study area.
Dependent variable is Farm output
Since the previous analysis was on commercial bank loan on farm output, this section seek to know the factors that determine the types of farm output that the farmers will plant in the study area and it is depicted below in Table 4 .5 and Yam was used as the base category for the six regressions. Out of the twelve variables that are used as the explanatory variables, only three variables are statistically significant in determine cassava crop production in the study area which are hired labour, number of loan application and amount of loan collected and they all has a positive significant impact on cassava crop production in the study area. In the same manner, only amount of loan collect and off-farm income determine rice production in the study area and both also has positive significant effect on rice production while only interest rate on loan is the only variable that determine potatoes production and it has a negative significant effect on potatoes production. Also, household size and farming experience are the only variables that determine the production of maize in the study area while farm size determine the output of groundnut production in the study area. Also, the overall model is statistically significant at 1% level of significance as indicated by the likelihood ratio value (LR Chi2 (66) = 325.46; < 0.000). Also, the Pseudo R 2 implies that all the explanatory variables can only explanatory 93.8% of variation in types of farm output in the study area.
